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DEBTS AND THE WORLD ECONOMIC CONFERENCE 





INAL arrangements for the forthcoming debt 
negotiations between Great Britain and the 
United States were discussed by President-elect 
Roosevelt and the British Ambassador, Sir Ron- 
ald Lindsay, on the latter’s return from England 
on February 20. While there is obviously still a 
wide difference of opinion between the respective 
countries regarding the proper basis of settle- 
ment, recent developments have given rise to the 
belief that the obstacles are not insuperable. 
In a speech at Leeds on January 24, Neville 
Chamberlain, British Chancellor of the Ex- 
chequer, declared that the debt settlement should 
be final and that it should be small enough to al- 
low the maintenance of the Lausanne Agreement. 
On February 1, in a speech to American news- 
papermen, he added that from the British point 
of view there was no occasion for bargaining in 
the debt negotiations. The misunderstanding 
which arose in this country as a result of the 
latter statement was cleared up by the formal 
announcement of Prime Minister MacDonald on 
February 13 that consideration would be given to 
world economic problems “concurrent with the 
discussion of the war debt.” Although recog- 
nizing that the debts are closely bound up with 
general economic problems, the British govern- 
ment maintains that definite commitments cannot 
be made regarding other questions prior to their 
consideration at the World Economic Conference. 
This does not mean, however, that the con- 
versations at Washington need be sterile, for the 
settlement of the debt and a preliminary under- 
Standing regarding the other issues on the part 
of Great Britain and the United States would 
greatly advance the possibility of a general agree- 
ment at the World Economic Conference. The 
importance of these two steps as prerequisites to 
any solution of the world crisis is strongly em- 
phasized in the Draft Agenda of the Conference, 
the text of which has just been received in this 





country. Although the problem of intergovern- 
mental debts was specifically excluded from its 
terms of reference, the Preparatory Commission 
of Experts declared that “these debts will remain 
an insuperable barrier to economic and financial 
reconstruction” until a definite settlement has 
been reached. 

In seeking to formulate a program for world 
recovery, the Commission of Experts was faced 
with the necessity of choosing between two di- 
ametrically opposite economic theories. The 
traditional method is that of trying, as far as 
possible, to restore greater flexibility in the world 
economic structure by removing all “abnormal” 
barriers to trade. In sharp contradistinction to 
this method is the proposal to introduce greater 
control over hitherto unmanageable economic 
forces by attempting to lay the foundations of a 
planned world economy. In the agenda adopted, 
the first method is emphasized throughout. Six 
subjects are included for discussion at the Con- 
ference: (1) monetary and credit policy; (2) 
prices; (3) resumption of the movement of capi- 
tal; (4) restrictions on international trade; (5) 
tariff and treaty policy; (6) organization of pro- 
duction and trade. 

In the absence of any suitable alternative, the 
Commission recognizes the desirability of restor- 
ing the international gold standard, although 
such action must be conditional on the solution of 
major outstanding political problems, “a return 
to a reasonable degree of freedom” in the move- 
ment of goods, services and capital, and the bal- 
ancing of national budgets. The disequilibrium 


resulting from the drastic decline in prices is to 
be overcome by reduction in costs, by following 
a more liberal credit policy, and by the restora- 
tion of international lending. The latter, in 
turn, is dependent on the abolition of foreign ex- 
change restrictions, and provisions for debtor 
countries to pay off their obligations in the form 















































of goods and services. The Commission stresses 
the fact, however, that none of these steps are 
possible unless the recent abnormal growth in 
tariffs and other trade restrictions can be checked 
and some progress made toward their reduction. 
Concerted action in all fields is necessary if the 
world is to avoid the “adoption of ideals of na- 
tional self-sufficiency which . . . would shake the 


whole system of international finance to its foun- 
dations.” 


“In view of the difficulties and possible limita- 
tions of this program, the Commission recog- 
nizes the need of cooperative governmental action 
in “selected fields of production and trade,” but 
offers only fragmentary suggestions to this end. 
Proposals for an international program of public 
works are rejected on account of the difficulty of 
financing such projects through existing financial 
channels. Moreover, the program is definitely 
anti-inflationary and even deflationary in its 
broad outlines. Thus the Agenda must be ranked 
as an able but conservative document. The ques- 
tion whether traditional methods are sufficient 
to cope with a crisis as severe as the present one 
remains a matter on which there is a sharp dif- 


ference of opinion. MAXWELL S. STEWART 


Explosive Materials in Central Europe 


The accession to power of Adolf Hitler, who 
has publicly championed a “strong-hand” foreign 
policy for Germany, has suddenly crystallized 
several disturbing tendencies in European poli- 
tics. The enthusiasm with which Hitler’s ap- 
pointment was greeted in the Italian press, to- 
gether with the sympathy which the new German 
Chancellor expressed for Italian Fascism, have 
been interpreted as indications that Germany, 
Italy and Hungary, with the possible support of 
Austria, may soon form a revisionist bloc openly 
hostile to the interests of France and the Little 
Entente. Nor have these apprehensions been 
allayed by the coolness with which Premier Mus- 
solini received the new French Ambassador, M. 
de Jouvenel, and by persistent rumors that Italy 
has sought to impose a customs union on Albania. 


Perhaps the most alarming symptom of the ex- 
isting tension in Central Europe was the note 
which Great Britain and France jointly presented 
to Austria on February 10 concerning reported 
arms shipments from Italy. The existence of 
these shipments had first been disclosed by the 
Austrian Socialists, who announced in Parlia- 
ment that rifles and other arms had been sent by 
Italy to the Austrian arms factory at Hirtenberg, 
ostensibly for repairs, but actually for delivery 
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partly to Hungary and partly to Austrian 
Fascists. Since Austria and Hungary, by the 
terms of the peace treaties, are strictly forbid. 
den to import arms, the incident created consid- 
erable excitement in France and the states of the 
Little Entente. The Franco-British note of Feb- 
ruary 10 demanded that the arms be either re. 
turned to Italy or destroyed and a report of the 
action taken presented within two weeks, and 
threatened to withhold payment of an advance 
on the Lausanne loan if Austria failed to comply 
with these terms. Dr. Dollfuss, the Austrian 
Chancellor, was at first inclined to comply with 
the Franco-British note. The Italian press, how- 
ever, described this note as an “ultimatum,” and 
declared that Great Britain and France had treat- 
ed Austria as a “vassal state.” Apparently en- 
couraged by Italy’s sympathy the Austrian Vice- 
chancellor, Dr. Winkler, announced on February 
19 that his government would reject the Franco- 
British demands. Should the Dollfuss Cabinet be 
overthrown as a result of this incident, the gov- 
ernment might be forced to hold general elections 
which, according to competent observers, would 
result in a Fascist success. 

In an attempt to ward off the dangers of a re- 
visionist bloc, the Foreign Ministers of Czecho- 
slovakia, Jugoslavia and Rumania signed a con- 
vention on February 16 in Geneva, which 
strengthens the Little Entente by transforming 
it into a “unified international organization open 
eventually to other states.” This convention es- 
tablishes a permanent council, which is to consist 
of the Foreign Ministers of the three powers, and 
a permanent secretariat, one section of which will 
function at Geneva. The council is to act as the 
directing organ for the foreign policy of the 
Little Entente, and must unanimously approve 
all important treaties. Existing agreements be- 
tween the Little Entente powers and other states 
are to be unified as much as possible, and the five- 
year bilateral alliances which have hitherto been 
concluded by the three powers with each other 
are now made permanent and brought together 
in a collective instrument. A council is also es- 
tablished to coordinate the economic interests of 
the three states. Among proposed measures are 
preferential tariffs and cooperation of the central 
banks of the Little Entente states. While this 
reorganization of the Little Entente may be a 
step toward greater stability in Central Europe 
and the Balkans, it also indicates that these 
states, fearing that France is gradually losing 
interest in their fate, are drawing together to 
meet a possible coalition of Germany, Italy and 
Hungary. VERA MICHELES DEAN 





FOREIGN POLICY BULLETIN. Vol. XII, No. 17, February 24, 1933. Published weekly by the Foreign Policy Association, Incorporated. National 
Headquarters, 18 East 4ist Street, New York, N. Y. James G. McDonaLp, Chairman; EstHar G. Ocpgn, Secretary; RayMonp L. Bugit, Research 
Director. Entered as second-class matter December 2, 1921, at the Post Office at New York, N. Y., under the Act of March 3, 1879. One Dollar a Year. 


F. P. A. Membership, Five Dollars a Year 





\S| 


| 


